Chapter VII
EXCHANGE AND CURRENCY

HPHE transfer of finance to the control of the Indian
JL legislature involves the transfer of control over ex-
change and currency, which are at present managed by
the Government, in the absence of a duly constituted
Central Bank. The management of currency and exchange
by Government in any part of the world would not be
regarded with approval: in India there are special reasons
why such management is regarded with distrust and
suspicion. As Sir Ernest Hotson, with intimate knowledge
of the views of the Indian trading and mercantile com-
munity, recently stated at a meeting of the East India
Association, Indian merchants have for years past believed
that in fiscal matters the interests of Lancashire and the
City of London weigh far more with the Government than
the interests of India. In Great Britain, on the other hand,
there is a genuine apprehension that the control of currency
and exchange policy, when transferred to Indian hands,
would give politicians an easy means of damaging British
trade and industry', and that manipulation of the currency
would be resorted to to cover budgetary deficits and un-
sound methods in public finance.

It is not the purpose of this book to deal with the general
question, or the past history, of Indian currency and
exchange. That would be much too wide a theme for dis-
cussion here. We are only concerned with such aspects of
the problem as must be taken into account in including
currency and exchange as a transferred subject in a
Government of India Bill. What India asks for is that she
should be free to decide what she considers to be the right
policy for the country in matters of currency and exchange,